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A preliminary model of community economic development 
processes, consisting of a system of simultaneous equations, is used 
to describe how these processes influence changes in median family 
Income and income inequality. The analysis Was performed on 61 
racially mixed counties in .Alabama* using 1960-70 census data. Social 
and demographic variables used were a Gini Index of Income Inequality 
in 1960 and changes in .labor-force participation, manufacturing, 
managers, and in white and black shares of male employment. Other 
variables were measures of : 1960-70 income distribution, 1960 median 
family income, proportion of black i^le labor force in 1960, , 
professionals, high school education, and female-headed families. The 
model suggested that in urban communities, income distribution 
patter^ are favorably influenced ^by division of labor at 
'professional and managerial levels, while in low income communities, 
manufacturing is the path €o increased mediarf incomes. Increase in 
labor force participation was the key to average increase in median 
income and reduced ihcome inequality in middle and lower-middle class 
communities. Racial disparities were evident iif all cases, but in all 
communities, increases in education led to increased incomes and 
indirectly to reduced income inequality. This indicates that 
strategies for rural community development should be related to 
schools and education. (RS) V 
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INTRODUCTION 




A preliminary structural equation model of community economic 
development processes and hqw they influence; changes in median family 
income, and .income inequal ity< is presented. The analyses i > performed^ > 
on 61 racially mixed counties of Alabama -using, 196^ and^N^census. > 
data. * The model suggests^ that different processes lead to favorable 
changes in income distribution in different types of communities. 

In urban communities, income distribution patterns are favorably 
influenced through the division of labor, at professional and managerial 
levels. In low income communities manufacturing is the typical path 
-to increased median incomes. Middle and\lower-middle class communities 
keep pace with the average increase in median income and reduce income 



*A paper prepared for presentation at. the Annual Meeting of the Rural 
Sociological Society in San Yrancisco Hilton, San Francisco, 
Calif ornia^August 30 - September 3, 1978/ 




C 



ERIC 



Inequal 
evident 




working at more jobs per family. Racial disparities are 

L *# .. , C » • / " * • 

911 cases. However , .regard! ess of community type, increases 



1n education lead x to' Increases 1n Incomes and Indirectly to declines 
. 1o Income inequality. Strategies ana\act1on programs relating . 
■j\ 'education and schools to rural community development programs are 
; indicated. 1 

' V , T he first section of the report dtscusjses the theoretical model 
explaining changes 1n Income and 1ncoim2 Inequality. Second an 
empirical test of the model 1s presented. , 
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The objective of this paper Is to construct a preliminary model of 
the change process for median income and income inequal ity. Here,' census 
data for 1960 and 1970 have been used to construct a model of income 
and income inequality for 61 racially mixed counties in Alabama. The 
model relates basic economic development processes as mediated by 
changes in the racial composition of the labor force to the rates of - 
change in the income indicators. In the following sections; the 
construction and analysis of this model will be described. 

' •• • • ; / ' • : ' ■ \ 

Income Distribution Indicators 



The overall performance of a state's economy is commonly evaluated 
in. terms of increases in the median family income. It 1s possible that 
median family Income would increase due to the increase 1n income of 
only those families at the median or above while family income below 
the median fails to increase. This set of circumstances would result 
in greater income inequality within an economy. Therefore, in addition 
to median income, an indicator. of income Inequality should be monitored. 
A Gin1 Index of Income Inequality is commonly used for this purpose 
(Morgan, 1962; U.S. Census, 1967). Alsoincome figures are normally 
adjusted for Increases in the cost of living to yield a measure of 
"real income." These data have the disadvantage of not being collected 
routinely at* local county levels. Therefore, in this study 4t is 
^assumed that inflation, and decline in the value of the dollar, is s 



•4 

. constant from county to county. .- ■ 

- For the purpose of examl nl ng the development process, "the rate of 

change 1n median Income between 1960 and 1970 (AMI) Is calculated. ' The 

r * . 

average 10-year rate of Increase In median family income for Alabama 
counties was 106.3 percent compared with 81.9 percent Increase for the 
U.S. ,Of course the 1960 median Income (MI60) 'inAlabama started at a 
much lower base of $3,937 compared with the U.S. base of $5,421 in 1^60. 

Also 1n this study, the Gini Index of Income Inequality was 
computed for a 11 counties in 1960 and 1970 and the -rate of change ^was 
calculated (All). For Alabama counties^..on the average, All declined 
9.5 percent. ' ■ J ■. ■ . 

: The standard deviations at/ong Alabama counties' for All and AMI, 

were 4.52 and 26.44 percent respectively. This suggest -that there is 

considerable variation jM the success of implementing the development 

process across Alabama. The model is designed to .estimate 'the relative 

' ■ f !' ■ - 

effects of the .hypothesized causes of this variation. 

~\ ' • • *. / . ' - • 

Indicators of Economic Activity 

v Increasing median [income and declining income inequality will,- -' 
according to t theory (Kuznets,* 1955; Lewis, T955), occur simultaneously 
as an economy develops.! Low-Income economies are typified by 
concentrations of income In.the hands, of a few A Once Incomes have ' * 
concentrated sufficiently, the few will seek out new investment oppor- 
-tuntti.es to capitalize on the availability of relatively low-cost labor. 
Thus, manufacturing *cti*itjyisually increases. The rate of change in 
the percent of the labor force .employed in manufacturing between 1960 
and 1970 (aMNF) is expected to increase most rapidly where .m 6(1* was, low 
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and ,1160 nee -high In turn AMNF 1s expected to haVe a positive effect 

on AHt and 4ndire^W-l«B!it-to-a-jdeclfri&-1nvAII. There is also the ^ *.'.>,■ 

possibility that certain types of low-wafge manufacturing lead; to 
•. exploitation o^an underemployed blacjc. labor force and thus, indirectly, 
- to. an -increase in income inequality (See Wilcox, 1977~\for a summary of. ^ 
theories of exploitation). 

bevelbprnent in lie administratfve^/pusiness; and financial Sector 
is not dependent upon a low-wage' labor force!. It is more likely that such 
economic activity thrives on higher wages. Higher income communities - 
attract more professionals (centers of government,' federal jjistitutfons, 
• universities, etc). In turn, mo're prof essipnalization typically leads, 
to \lncreased specialization and division of labor and the employment pf 

■ \ » ' ••" " •'• '• h ■ • . " 

more managerial >|ci lis. Administrative and business activity, typical! 
the domain of white males. as opposecTto women or blacky, may then be 
expected to lead to the employment of more whites males (Daymbnt, 1977). 
Only to, the. extent tha* bTack; capital ism and political influence has 
ta"ken root would this structural effect be expected to decline* (Wilcox,. 
1977); -In turn, more employment due to manufacturing or specialization 
of services would lead to. increased median income, AMll To' make the 
' circle complete, higher incomes should lead to more business investment 
and more managers. As in the case of manufacturing, development of the. 




\ . - • - • j 

administrative %nd business" sectors, is expected to lead to increasing 
incomes, AMI, and to a' decline in, income inequality, All. 

While manufacturing employment is expected to grow most rapdily^in 
the low-income' communities" and managerial employment most rapidly in 
the' professional and urban communities, labor force participation', is j 
more likely to 1ncrea§eHn middle or lower-middle class communities. 
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[■■'[■'. These communities have larger- "proportions of working women and families . 

. * y _ ; • . ^ ' 

• '■. with two or. more jobs. While they have to workimore hours per family, 

communities which Increase their participation 1n the labor force are 

/■ likely to reduce Income Inequality { Sale, 1972). Labor force pa rtlci- 

K patlon may, also be Increasing more rapidly 1n predominantly white 

communities, Historically, black families have had a greater propor- 
! • * • LA .4 '■ . , ' . • v 

. tlon of multiple 4 earners than white families. In recent years this 

r proportion has been declining (Census^ 1974). 

Tracing the expected Influence of community racial composition 1s ^ 

perhaps the most complex mechanism in the .analysis of the change of 

Income distribution during the 1960s. Femal es regw»di£s/ of *ace still 

: V tended to be employed jn lower. or lov/er-m1ddle Income positions v Thus 

the biggesF differences should be observed betweep employment staras. 

of black and white males; if we observe only the difference betweery 

the proportions of employed males which are "white 1n\1960 and 1JJTO. 

^ except for a reyersal of slflns (+ to - or vis? versa), 1t is exactly < 

the same as for the employed males which a^e blacks Such an absolute 

difference score does not reflect the change in bfack or white male *^ 

employment relative to its oriqinal proportion. However, when the x 

\ - • ' , { 

• difference scores with their' respective signs (+ or -) are divided by 



tHe proportions for .^oth .races respectively, two variables are/derived: 
one reflects the relaijw^change in the black share^ of male employment 
Y&MBE) and the other mirrors change in the white share of male employment 
(AHWE). The magnitude of 'these -.variables is largely due to, a unifprmly 
rapid outWigration of black males from the rural .South. A seconcf 
^determinant 1s the more variable but siignificant in^migraiton of 
1 techhlcally-skllled white males. Communities with a proportionately 
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large black-male labor fdrce-in 1960 would be expected'to. show an 




Increasevln the white-male share (aMWE) even though the total labor 
force may-have declined. In turn, aMBE would bje expected to have a 
positive regression effect" upon All, i.e., as MBE' decreases, II also 
decreases. 'In the tradition of low-average wages for black males, 1t 
N 1s also expected that aMBE would be negatively associated with AMI. ■ 

Thus both the direct effect and the indirect/ effect of aMBE upon All ~" . 

" ■ , ■ ' ' 1 ■ 

would be positive. '.-.•'/ 

It should be acknowledged in the model that any variation in the 
Changing proportions of Jipuseholds headed by females would have a direct 

jtive effect upon income inequality computations based on family 

"t 

(Wheelock, 1974). > 
Finally, past investments of the conmunity in providing "a high 
school education for its population' should have a positive impact upon 
median income (AMI), and thus indirectly contribute- to a' decline in v ^ 
Income inequality (All). Perhaps the 'variable which comes closest to 
basing manipulated by policy is the percent with "a high school education. 
Even when sex, age,' and race differences are. ta^erf into account,- the 
effect of education upon increasing income holds (Glick and Miller, 
1956; Miller,* 1966; Aigner and Heins, 1967). 

%" THE SIMULTANEOUS EQUATION MODEL v • 

: " -• V 

The model used to describe th^complex interrelationships that 
obtain between components of thef changing economy -and the income 
distribution process consists If a system of simultaneous equations. 
Such a set of equations can be used to determine the response of, income 

. , . ... / I ' 
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"indicators to changes in components of the changln^economj^such as s 
Increases In education, manufacturing or business activity.- 

Dat^on 61 Alabama counties^ with a black population of 400 or ^ 
moire in 1970 from the U. S. Bureau of, this Census (1961 and 197U have 

' been Used to estimate the parameters of this model. / -. ■ 

Endogenous Variables 



The model accounts for variation^ in a set of. endogenous variable's 
that characterize economic development' and income distribution processed/ 
The social and demographic variables used to model the economic 
development process are a Gini Index of Income Inequality in I960 
(1160); change in labor-force participation (APLF). measured by the 16- / 
jtear aggregate rate of change in the percent of all persons 15 years 
and older, jtho are in* the labor force;%ianufacturing (aMNF) measured 
as the rate of xitiange in the percept of a|(l employed in industry, 
who are in manufacturing; managers (>AMNG) measured by the rate, 'of change 
iif the percent of^all reporting- occupations, whose reported occupation 
falls into the census category of managers and administrators except^ 
farm; and fijnally^ the%iite share of male employment (aMWE) and the 
black share of male employment, (aMBE) as described aBove. , 

The income distribution 'variable^ are' the percent change in jQe'dian 
income, 1960 to 1970 (AMI) apd the percentage change in the Gini 
Index of Income Inequality* 1960 to 1970 (All). 



Predetermined variables consist of exogenous- variables, they'- 

Include- the median family .income of 1960 (MI60); the proportion of the 
\wile labor force' why) was blacic In 1960 (Bfl60h professionals (m) 
/ .measured' by the rate 1 of change in the proportion, of the labor force • 

. composed of professionals; high, school education (aHSE)* measured as the 
^~mte of change .In the proportion of the population 25 years op over who 
have completed 12 or more years of education; and female headed 
families indexed by the'rate of change 1n the* proportion of families^ 
headed by a single -parent (aOPF) .^able ,1 shows' the interrelations 
0 among' the two sets q^ariables. ^ ■ > ' 

The structural model 1s graphically represented in Figure 1.' • 

• . _ ^ . . / • 1 . . • 

• . Identification of^the flodel 



This modeKis identified i^s described by Anderson (1973, 289). 

» . • ' Before estimating the parameters of the ' 
structural equations, it is necessary to determine 
whether or not a sufficient number of constraints # ' 
. have been imposed on the set of equations so that / 
( the Parameters can be identified. Otherwise there 
\ will be an infinite number of sets of parameter 
values that are compatible with both the data and 
the restrictions, and. the structure of the model" 
cannbf be determined (Christ, 1966). In the type 
of model presented here, where the only constraints 
imposed are that certain variables db not appear 
In certain equations used to predict ^values of the 
endogenous Variables, Fisher (1966) provides a 
means of determining whether or not each equation ' 
is identified. An equation is identified if a\ 
number of variables equal to one less than the 
total nuij^er of equations is excluded from that/ , ' 

equation.- . . ' „ v *y 
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Table li 'MMB««-'Standdrd-'Uivtacictoa ( ' and Paareonimn ^Correlation Matria for 
Ucii of Change in Labor force Structur> sod Income Distribution .. - 
(61 Alabama cpundae)* ^ :' _ 



3.085 

i.oo 



1160 

a.44* 

>046> 

i.oo 



IW6Q AHKF 



i*.2 «li 



-.64 
•58. 

1.00 



42» 

24.6 
14.6 
.05 

;■>.» 

;-.26 

1.00 



7 -: AltAO If 70 
County Hean 

Standard Deflation , ^ 

.,*•• Media* Income I960* 

J 1m«n iMouallty £960* ..: 
1 Mala Employed Hack 1960 » 
A Manufacturing Employment* 
V A QM>irtnt fisUii 1 

' A Mlgb School Education* % 
. A Par tic. ln> Labor Eorce* , .. » 

A Total PopuUtlnfr* ■ ■ 
A Managers In Labor Force i 
* ^ i Hili Ifeitm Employment 1 ? . ^ 
A Mala alack Employment 11 
A Median Income" 
A Income Ioa quality 1 * 

1 had lan family Income, Conaua of Population 1960 ($000) 

*Clni Index of Income Inequality baaed *on i960 Is coma dlatrlbutlon 



oHSt oPLT / ATP " AMHC AWtt 

A5.7 2.17 2.58 . 16JQ 9.95 

12.8 9.33 16.07' ,35.1 14.12 

"-.36 ' .22, *58" -.35 -.54 

.07 .-.3jX-.5^ .33 .72 



AWE AMI AH 
-17.1 106.' -9.49 
10.3 26.4 4.31 
-.04 -.83 .15 
' S..14 .77 -.35 
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1,00 
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.12 


; .14 


• 10 


-.11 


*0.39 


-.15 


1.00 


.43 


-.42 ' 


-. t 42 


,06 
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-.19 




1.00 


-.17 


-.35 


-.32 


-.24 # 


-.22 






1.00 


.42 

t. 


.17 


.47 
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1.00 


-.29 


.55 


-.14? [ 
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1.00 


-.20 
1.00 


.35 /. 
-.42 
1.00 
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'■• *Percent*of Male Employment which la Week 1960~ ^ 

^Change In tha percentage a of the, total employed labor force enganed la manufacturing 1960-1970 
. *Change Is the percent of fanllle a with one parent 1960-7t} C, 

•percent changa In the proportion of 4 * the population 25 and over with -a high achool education, 1960?70. 

• ■:• ,. • . ■ „ . .' ' • . • .-/ 

'Percent changa In the proportion: 16 and over In' the' labor , force* 1060-70. 

* ) 1 "' •* " 

■Pe rc en tege. change in the total population, 1960-70 ' * 

• . » J 

'Percent change In 'the proportion of the labor forca dealgnatad aa aumegarlal level, 1960-70.- 

l°Change In the percent of sale employment which la white, 1960-70 

* ■ . * , > 

11 Change In the percent of aala employment which la black, 1960-70 

"Percent change In median family Interne, 1960-70. «, ^ 

' ^'Percaot change in the Clnl Index of famJLly lot online quality, 1960-70. 

a.glx (6) Alabama countlaa had fewer than 400 black population In 1960 and 1970 
and are not Included In tha analyala. 
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In the present model an equatierf is identified if seven variables 



■x 



' are excluded from the equation. Inspection of equations (1) through 
v (8) that appear in the section .on' structural equations Indicates that 
all these equations are identified. * 

• i • , ' • * 

Estimation and Interpretation of Mojiel, Parameters 

■ •..'*■■ * * . 4 

A two-stage least square technique has been used to estimate 
parameters of the model since ordinary least -squares would provide 
parameter estimates that are both biased and Inconsistent (Johnston, 
;T963; Goldberger, 1964). * In the first stage~-of this method^ each 
endogenous variable is regressed on all of the predetermined variables 
using, ordinary least squares* ; In the first-stage, an> additional 
predetermined variable was used to estimate the endogenousNariables 
Included In the model.; This variable was the 10-year rate of change 
Irf thf^.total population.: Fisher (197T) and HeinS (1975) discuss the 
merits of this approacfr and Andersifti (1973) illustrates" it use. 
Next observed values of the predetermined variables are substituted 
Into* these equations in order to estlnjate the values of the endogenous 
variables. In the second stage, the parameters of the original set of 
structural equations are estimated by, ordinary least squares using *■ 
cted values of the endogenous variables and observed values .... 

' • V - a 

I 

of the predetermined variables as Independent variables. Coefficients 
ejstimatedlty this two stage procedure are still Mased but are 
consistent and more efficient than the values that would have been 
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obtained using the ordinary least squares technique (Johnston, 1963; 
Gotdberger, T964); "^jlpae of the predetermined" varlables^and all 
seven of the endogenous variables; (Figure 1) are measures of change 
for 10-year Intervals expressed 1n percentages % Therefore, these 
parameter estimates may be Interpreted as partial elasticities,' . 
e.gv, for every percent change 1n X, Y changes 6 xy.z t percent. • 
These parameters have the advantage of being-unit free. However, . 
unlike the elasticities derived for. the log-log model used 
frequently 1n economics (Coleman, °1 968; Hanushek and Jackson, 1977: 
79, 98), the partial elasticities presented here are by nature of 
their computation constant for all values of the variables Involved. 
Parameter estimates for the structural equations obtained by using 
this me"tnod are presented 1n the next section. 

The Structural Equations 

t 

) ' 

.. • * . ^ . J .. 

An equation 1s written for each endogenous variable included in 

f 

the model. The coefficient- Indicates the direct effect that an 

Independent variable has on a dependent endogenous variable with the 

effect of all other variables appearing inthat equation controlled 

(Suits, 1962). For example, Income Inequality 1n I960. 1s considered 

to be affected by both median family Income and racial composition 

of the labor force 1n 1960. The equation then 1s: 

(1) 1160 - .494 - .026 KE60 + .001 BM60 

(-6.98) (5.36) " 

R 2 - .75 



me numbers shown fn parentheses, are t-values for the regression 

* ■ ■ * 

» . 

coefficients. : They indicate the multiple by which the regression 

coefficient, exceeds the standard error. The squared multiple correla 

■ •• '. ■ • . » ' {. - 

tlon coefficient Is shown below the equation. It is adjusted for 

degrees of freedom and- represents the proportion of the varlance-ln 

# ' the dependent. variable explained by the model. The R 2 presented 

here for two stage least squares equations is analogous to the R 2 

for- ordinary least squares" (Hanushek and Jackson, 1,977:269). 

The sign of the coefficient for median income is 'negative as 
expected. In addltloh, the sign- for the proportion, .of the male labor 
force which Is black is strongly positive. This reflects the . 
disproportionately low wages paid to blacks In agriculture and 
manufacturing In 1960 (Sale, 1972; U. S f Bureau of the Census, 1967). 

The second structural -equation tests' the hypothesis^ that manufac 
turfirs seek out low-income "labor forces* or communities with high 
Income Inequality (a few wealthy entrepreneurs and a large low-income 
, labor force). The positive sign of the coeff4cten€<For Income 




inequality and the ^gatUe^^fTmrmdian income support the 
hypothesis. - 

(2) AMNF - -17.54 + 152.6 1160 - 11.61 IU60 • 

(1.00) (^6.37) 
- , * , R 2 - .^o . 

As indicated by the t-values the standard error for I I 60 is more 

than haTf as large as the regression coefficient. This Is to be " 

expected as income inequality and median Income are highly, but 

negatively correlated (-.80, Table 1). In spite of this evidence of 

multlcol linearity, the signs are as expected an\the fit Is reasonable 

with an adjusted R 2 of .40. 

'.. 15 



Increases In labor force participation, usually In the form : of 

' working women and families wi$h two or more jobs, are ejected outside 

the highly ^professionalized- communities and the predominately black 

- economies. Both coefficients are negative alfljnore than twice their 
- 1 , ■' • 

standard errors. The hypotheses are supported: j 

' . •" , - • ' 

(3) APLF -11.47 - .136 BMBO - ;133 APR ' 
. * (-2.91) (-6.QQ). 

. v • ' R 2 •« .51 . . • 

The Increase* 1n management and administrative occupations 1s a function 

of a more specialized division of labor which follows professional Izatio 

.of business and government services. Also specialization of the 

manageme4it~function 1s enhanced when the median. Income ofjthe community 

can support and demand moye specialized professional services. As 

hypothesized both*, signs are positive and the coefficients are more than 

twice the size of their standard errors. ' * 

(4) '.AMNG - -44.1 + .42 AMI + .44 APR " 'I ' ' " ' ' 

'■ / (2.69) (4.24) 

VS/ ■ - • ■ ' ,V ■ R 2 ■ .38 

Increases in the white share. of male employment Is largely a 
'function of .the out-migration of black males from the. rural South during 
the 1960s. At the .same time, agencies, Institutions, and businesses 
have attracted managerial skill primarily white males,* from other. . 
regions. The, coefficients for both of these variables are. positive ' 
(+) 1n sign as hypothesized/'' As a means of defining the joint 
conditional probabilities distributions of AMBE and aMSJE, the former * 
1s also included in the equation (Strotz and Wold, 1971). As 
expected AMBE -has a negatWcoefflcient, -.376. The equation (5) ' 

accounts for 6 percent of the variation 1n the change in the white 

^ • • .' • • " • ' " ' ' • 

share of male employment.. 
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Irjjrlreases 1n the proportion of male employment which is black is 
certain to be negatively related to the corresponding white ratio.. 
' The 1 $^inple| 11 near correlation 'will be less than 'perfect except for the 
* caste '1ft which each county started with an equal 50 percent black and 
.wMfte male employment ratio. -The Mack male employment ratio is'also 
. likely to Increase with the Increase In manufacturing employment as 
long as there 1s a surplus of low-wage black male labor. 

(5) AMWE « r 13,02 + .il AMNQ -> ; 376 AMBE .51 B1160 
♦ • ' (1.89F- ^-1.87) (8.36) 

' ^ ';■ y. ; ; , * • • ■• -•. s? - .68 - , 

. . y • . f " > . . ' • • ■ 

(6) 6Mt$ - -20.2 - .28 AMWE + .22 AMNF + .11 AOPF 
' . • (-2.10) (2.93) <1.28) 

• " ' R 2 » .28 

f Finally, 1t may be expected that a welfare system which makes it 

more- rewarding economical ly for low-Income f ami li e's to maintain 
separate residences fpr the women, and children' on the one hand and for . 
the men on the other. will lead to a'positive relationship between the 
Increase in the proportion Of one parent families and the proportion of 
low-paid males (in this case .black males) in the labor force. 

The signs for the coefficients of- these three variables (ej^are 
, all as hypothesized but the standard errors are relatively large, 
particularly for the one parent family variable, it ; 1s likely that 
, some non-linear fit of the AMWE variable would increase, the R 2 from its 
relatively low 28 percent. 

Contributions' to the., increase of median family income are expected' 
-from Increases in education and manufacturing wjh tie ^j, negative sign is- 
expected for the black male employment share variable. These hypotheses 
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, ' •:. * • • , • -17- . , 

are supported. However, the R 2 Is only .003. It should be observed } 
that, the coefficients for AMNF and aMBE "are extraordinarily large and 

in opposite directions. This Is a sign of mUltlc'oll inearity, at least 

/ : - '•' f 

v in this 2SLS solution. 

V " (7) AMI ■ 24.20 + 1.1*7 AMNF - 2.57 AMBE . : 

'"•-•« < (5.67) V<- 3.43) . • 

• + ' .476 AHSE • * . 

.'. . ; - ' _ ■ (1.72) , ;> ■ - 

1 - "V > , . R 2 = .003 

v An alternative equation (7a) includes MI 60 as an expl ana toriT variable 

In the place of AMNF^ In effect inclusion o/f MI60 repfesentea 

control for the starting point tn measuring the dependent variable,, 

AMI. For each, additional one thousand dollars median Income in I960, 

a county's AMI increase^ at a rate equal to 22.63 percentage points. • 

slower. Typically, counties with »ti*gh median incomes wiTl increase . 



at slower ratio than counties starting witli low median incomes 



This is true even though the actual dollar gap may be widening. The 

« •' c:t . . .. - 

Interesting observation 1n this rigorously controlled equation is * 

;(7a) AMI » 154.91 - 1.04 AMBE + .076 AHSE - 22.63 MI60 
(- 2.89),. (0.47) (- 10.78) 

R 2 « .70 

that the coefficients for AMBE 1s still a negative 1.04, and AHSE is 
a positive .076. A significant factor leading to Increasing median 
family Incomes ; has been^the relative decline of'mal'e black employment. 
Less significant but nevertheless positive 1s the effect of an 
increasing .^proportion of high school educated adults upon median 
family Income. . 
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It should ^be observed that 1n both (7) and (7a) increases in 

'■ . ; • - -v':. / '■- % < ' - 

management and white mals employment shares are acting indirectly 

tbfxfugh decreases in, black male employment shares, to cause an A ncfease 

tn median income^ Note that the product of the sinns on the jjath from 

managers to median income is positive (Figure 1). ' 

The major contributor to the decline in income inequality is \ 

expected to be an Increase in median income foWowed by increases 1n 

' ' ' ' ^ '. ' ' ' ' < : • >. 

labor force participation rates; Indeed both of these coefficients d^ 

have negatiyersigns and their coefficients ^re larger than twift ,their 

standard errors/the labor force participation variable is relatively 

stronger than expected, suggesting that in the middle and lower-middle 

class CQijinunitles more and mop€ families are trying to keep u* with the 

average grease in median family inco|£ by hoi dingu^everal jobs. - 

(8)^ All » -3.54 + .15 AMBE - .158 AFLF -\o47* AMT J * 
(1.32) (-2.27) -(-2.20) 
/ * /' . v + .08 AOPF V 

J. j "V ; , ;'■ ■ ■ . ■ : (1.90) - ■ . > . . . 

■"' V-V- : ' ' R 2 = .30 

As eXpfected, change in the proportion of one parent families has 
a poiitiVe regression effect upon change in income inequality. Also 




the sign for change ^> the male black employment share is positive. 



But, considering its +,33 zero order correjation with change 1n income 
1 neqijality, the direct .effect- is much smaller than would be expected. 

%e several positive indirect effects. 1n the model, e.g., via amI^ or 

■ . "... " •/ ' ' % . 

AOPF, apparently account for this unexpected finding. 



. CONCLUSIONS ' ■ . 

• '• .'. '. . ' r 

This model is of very Vittle help 1n suggesting how great^jjains 
in, median family income or greater declined in income inequality can . 
be brought ab6ut. This is* because mest^»f'HPhe variables are Vot 
, directly manlpulable by policy. As a tool to monitor our progress 
toward these goals, however, the model is useful^' For example^ as the 
black and white male labor force /becomes more Integrated, 
significant direct. effects of these variables upon change in median 
Income (Equation 7) will fade. This will leave a negative direct 
effect from AMNG to All in place of the current negative indirect 
effect via AMWE and aMBE. (In FlgureVl note that the product of the 
signs linking these variable 1s negative). Similarly, vTith-a fading 
'.of the effects of racial labor force share variables, AHNG will be 

> ■ ".. * 

left with a positive rfirect'^eedbacK effect upon AMI instead of the 
/^current ^s1 five indirect effect via aMWE. With continued progress " 
in jntpgration this model posits a central role for managers. . « 
Similarly, other struc^ral changes can be observed. • ' r * 

Also, further refinement of this model will be useful. Computatio 
of the reduced form equations, for example, v/111 allow the expression 
of each end^eno us variable as functions of the predetermined "variables 
included in the model. The coefficients can be interpreted as 
measuring the comb inedj|irect and indirect effect of each predetermined 
variable on the* endogenou^> variable allowing for adjustments in- other 



endogenous variables (Anderson, 1973; Suits, 1962). 

and 

all states, a two decade study economic and social development 



With the 1980 Census at hand and a wealth of comparable data for. 
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0< 

1 < 



following the civil rights movement, is needed, both to refine &ur k>dels 
of what' has been achieved and., to chart our-progress objectively, 

mm- ■ *' A* . ■*' 




r. 



■ ^ 
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